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As the size of Chinese investment fund industry continues to expand, the equity 
funds have already become the most important institutional investors in the capital 
market of our country. Meanwhile, a more severe and more urgent problem is put in 
front of theory and practice. As the "main forces" of capital market, do the equity 
funds have the compensation when they take non-systematic risk of their portfolios? 
This study fully addresses this problem. 
Our empirical analysis is based on two perspectives, the one is about 
non-systematic risk, and the other one is about the compensation. We examine the 
compensation for non-systematic risk taking from three levels. Our empirical results 
suggest that, non-systematic risk not only get compensated absolutely at the most time 
of sample period, but also get compensated at cross-sectional and longitudinal levels. 
Another finding is that, because of influence of the purchase and redemption of shares, 
close-ended funds are better than open-ended funds in terms of compensation for 
non-systematic risk.  
Based on the estimation of the compensation for non-systematic risk taking by 
equity funds, we examine the efficiency of the compensation for non-systematic risk. 
Efficiency estimation is an extension of the risk compensation estimation. We use 
three models to estimate the efficiency, including static DEA model and dynamic 
DEA model and Tobit model. Our results suggest that, first, the risk scale taking by 
home equity funds is oversized, and such kind of risk scale cannot promote the 
efficiency of the non-systematic risk compensation; meanwhile, the different 
efficiency among home equity funds shows periodically. Second, during the sample 
period, the efficiency of the non-systematic risk compensation of Chinese equity 
funds increases basically. Third, the influencing factors on pure technical efficiency 
and scale efficiency are statistically similar. In the majority of the sample years, the 
fact of fund's assets positively impacts on the pure technical efficiency and scale 
efficiency, and the management fees of funds negatively impact on the pure technical 
efficiency and scale efficiency. 
After the quantitative analysis, we use the method of qualitative analysis as a 
supplement. We discuss about the facts which impact on the compensation for 















are four major aspects: first, the external market environment; second, the fund's 
internal structure; third, the law and supervisor system; fourth, social environmental 
factors. Through analysis of these four respects, this paper has put forward a series of 
policy suggestions to enhance the fund's ability of compensation for non-systematic 
risk taking. 
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